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The Pacific Coast 


By WILLIAM 


It was Horace Greeley, wasn’t it, who 
said, *‘Go West, Young Man’’?) Whether 
or not he ever went there himself I do 
not remember. In any event, he must 
have been a man of vision—of imagination 

and perhaps in those rare hours—for 
his life was brimful—when his thoughts 
ranged far away from the immediate 
task, he conjured up a picture of that 
land of distances—that country of in- 
terminable plains, of vast forests, of 
mountain ranges and snowy peaks—of 
shores washed by a rolling sea. 

It is a far cry to the days of Horace 
Greeley. To go West is no longer an 
adventure. You step into a Pullman car 
in New York and, with one change, step 
out in Los Angeles or San Francisco 
four days later. How different from the 
1849 days when Mr. Klink’s father went 
with those pioneers who sailed down the 
Atlantic coast, struggled across the 
isthmus (an epic journey itself), thence 
up the Pacific Coast to San Francisco. 
Surely something of that adventurous 
trip must have drifted down to Mr. 
Klink through story or legend, and | 
serve notice on him now that we shall 
expect him to write it up for a future 
issue of the JOURNAL. 

Even in these prosaic times, however, 
the romance of the ‘* West” is not dead. 
Perhaps, even unwittingly, it appealed 
to us—perhaps it was just cold common 
sense that convinced us we should be 
really identified with that part of the 
country. Whatever the motives may 
have been, we did, as you all know, 
become an integral part of its business 
and professional life the beginning of this 
year, 1924. The story is told in the 
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anniversary number of our JOURNAL 
Briefly, it is that at that time we com- 
bined with Klink, Bean & Company, a 
long established firm of accountants 
having a large practice on the Pacific 
Coast. The partners are Messrs. Klink 
and Bean in San Francisco and Mr. 
Black in Los Angeles. Our partner, Mr. 
Keast, theretofore resident in Pitts- 
burgh, moved to San Francisco about 
that time as the L. R. B. & M. direct 
representative. 

I have made other pleasant trips to 
the Coast, but it was with unusual interest 
that I started on this one on the morn- 
ing of May 1, because it was to be the 
first visit since our new arrangement with 
Klink, Bean & Company had been made. 
Washington is a charming city which had 
especially endeared itself to me during 
the weeks I spent there this year. It was 
hard to tear oneself away from the 
delightful surroundings and the many 
friends there, but the call to the West 
was imperative. 


Mrs. Lybrand went with me as far as 


Fort Riley, Kansas, where she remained, 
visiting friends there, while I went on 
to the Coast. Fort Riley is a training 
school for cavalry officers and is, as well, 
the headquarters of the Second Cavalry 
Regiment, of which our host was the 
colonel in command. Only those in 
civil life who have been fortunate enough 
to visit an army post and who have been 
welcomed into the heart of army life can 
appreciate its charm. Uncle Sam may 
not be over liberal with his pay, details 
to the “Border”? may happen once in a 
while, ‘Foreign Service’’> may come at 
inconvenient times but, take it all in all, 

















bo 


LR. B.S M 


there is a fascination about the life, at 
least it seems so to the outsider, which 
must be appealing. Anyhow, for the 
visitor it is very interesting, and the 
warm welcome we have always received 
from our army the 
arranged for us, 
make those visits linger long in our 
memories. 


friends and 
delightful “parties” 


many 


This time I had to leave after spend- 
ing one day at Fort Riley in order that 
I might hasten on to Los Angeles. If 
you go out on the Union Pacific, as I did, 
you stop a little while in Denver, climb 
the divide seven thousand and odd feet, 
drop down a few thousand feet into Salt 
Lake City, and then go on through 
desert and mountain, barren lands and 
irrigated valleys, until you enter Cali- 
fornia by the southern gateway and roll 
into Los Angeles. 

At Denver all I had time for was a 
brief stroll and a distant view of 
tower of the Daniels & Fisher 
The day was warm, almost hot. Last 
year, about the same time, I landed 
there in a blizzard. Mr. Beans, treasurer 
of the Daniels & Fisher store (which is 
an old and valued client), in spite of the 
snow storm took me then on a long and 
intensely interesting drive all through 
and around the city. Nothing I have 
ever seen surpassed the beauty of that 
day. It was spring time and trees had 
just put on their first delicate green 
growth. The lilacs and early shrubs 
were in bloom. The snow was heavy and 
wet and it clung to every tree and shrub, 
weighing them almost to the 
ground. The contrast of the white snow 
against the dark evergreens, the young 
green of the deciduous trees, the blos- 
soms of the lilac and shrubs made a 


the 
store. 


down 


picture too beautiful for description. It 
was enchanting. 

Mr. Black met me at the depot in 
Los 


Angeles, an act typical of the 
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courtesy of the Coast people, and a fore- 
runner of the hospitality I was to experi- 
ence during my entire trip. Los Angeles 
has grown so fast that it would be neces- 
sary to take a census every day to keep 
up with the increase in population, 
which has actually amounted to two 
hundred thousand or more per annum 
for several Naturally, such a 
great influx of people has created a tre- 
mendous real estate which is, 
however, now being held in check. 


years. 


boom 
Some 
railroad men told me the trains up to 
that time had been loaded with people 
going to Los Angeles—now 

But this is a 


more pas- 
sengers were going out. 
temporary condition only. In fact, it 
is a healthy reaction. Everything is not 
going to the dogs, by any means. The 
Pacific Coast is a great country and if 
the optimism and energy of the people 
there lead them to push things at times 
a little too fast, the country will grow 
up to it in time. 

Like every large city, Los Angeles is 
struggling with the traffic problem and 
its solution of it appeared to me to be 
very good. There is a semaphore system, 
with signals such as are used on a rail- 
road. A warning bell rings, then in a 
few seconds it rings again, down drops 
the semaphore and traffic starts. Very 
simple and very effective. 

We have a unique office building in 
Los Angeles. It is a converted dwelling 
house, a little outside the business dis- 
trict, but easy of access for clients and 
staff, and because of parking difficulties 
down town it is much to be preferred to 
an office in the center of the traffic. 
Some day we shall publish, I hope, a 
complete description of this charming 


little building which is conveniently 
arranged and attractively furnished 
throughout. It has a large palm on the 


lawn in front of it. One of our cynical 
partners in the effete East, who has not 























yet visited the Coast, and thereby 
become imbued with the spirit of beauty 
of that God’s country, had the temerity 
to ask whether it is a veal palm or just a 
photographer’s cardboard fill-in. Think 
of it! Can you imagine the depressed 
state of mind of a man asking such a 
question? He must have been sutfering 
from one of three things—a cold in the 
head, a kick about a bill, or a rush report 
to get out. 

I was glad to meet the various mem- 
bers of the staff and to observe the cheer- 
ful atmosphere which pervaded the 
office. Everything possible seems to 
have been done for their comfort and 
convenience in the layout of the new 
offices. 

During my unavoidably short visit 
to Los Angeles Mr. Black gave two most 
interesting luncheons, at one of which 
the guests were business and_profes- 
sional clients, and at the other chiefly 
banker clients. It was a pleasure, in- 
deed, to meet in this way the prominent 
men of Los Angeles, and it was gratifying 
to note the esteem in which the firm of 
Klink, Bean & Company is held, as well 
as the cordial acceptance of ourselves 
as a factor in its business. 

Mr. Black wonderful host. 
Each day he took us on some long drive 
to a place or places of interest. One 
such was a trip to the famous harbor 
designed to make Los Angeles a seaport, 


Was a 


notwithstanding it is a more or less 
inland city. With the courage, fore- 


sight and ambition typical of this com- 
munity they have dredged out a harbor, 
built a breakwater, constructed exten- 
sive docks and warehouses, and estab- 
lished a line of trucks to haul the mer- 
chandise to and from Los Angeles. The 
shipments through this port aggregate 
a very large sum of money. 

On another occasion, we drove to the 
oil district, a long line of derricks mark- 
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ing the limits of that particular field. 
One elevation, Signal Hill, I think it is 
called, was so covered with oil derricks 
that it looked like a huge pin cushion 
stuck full of mammoth pins. 
tomary impression of 


The cus- 
Los Angeles is 
that it is just a fine residence place for 
wealthy people from all parts of the 
United States, and that the only in- 
dustries are cater to the 
As a matter of 
fact, Los Angeles is becoming quite an 
industrial 


which 
wants of such people. 


those 


center. We drove through 
the industrial section on our way to the 
boat, and I was surprised to see such a 
large number of modern plants with 
others under construction. 

‘Let’s go to San Francisco by boat,” 
I proposed. Mr. Bean was not there at 
the time so the motion was carried unani- 
mously by Mr. Black, Mr. Keast and 
myself. The “Yale” is a long narrow 
boat, comfortable in calm seas, but a 
“rolling devil,’ so Mr. Bean said, in a 
storm. The sea was smooth enough this 
time, however, and we had a fine trip. 
We played bridge all evening, Mr. Bean 
and | against Mr. Black and Mr. Keast. 
I forget who paid at the end, but I 
think they did, although when they read 
this they probably will deny it. I do 
remember one hand in which Mr. Keast 
should have led a heart but did not do 
so, thereby extricating me from the 
difficulties of a very high bid which I 
had made. ‘Out of consideration for 
him, I refrain from quoting his partner’s 
comments. They tell me Mr. Bean used 
to be a rash bidder, his theory evidently 
being that you could play bridge like 
poker. Now he is very conservative. 
He seldom bids than three no 
trumps unless he has something higher 
than a ten Mr. Black is a fine 
player. He punctuates his playing with 
witty and sarcastic remarks that help to 
liven up the game and make it seem at 


more 


spot. 














times like a real pastime. Now, having 
paid my respects to all my companions, 
[ will leave it to them to reply, but they 
will have to do so through the JoURNAL. 
A good way to get contributions, isn’t it? 

[ said a while ago that the motion to 
go to San Francisco by boat was carried 
unanimously, Mr. Bean being absent. 
I found later that he objected to “ mo- 
tions’”’ of all kinds—that is, at sea. He 
did not appear next 
there was a 


morning because 
little swell on, but not 
enough to interfere with our breakfast. 
He came on deck as we entered San 
Francisco bay, looking rather pale. We 
proceeded at once to tell him at length 
of our fine breakfast of eggs and bacon 
and hot cakes and syrup, of coffee and 
cigarettes and—but just then his face 
got positively green 


and, being kind 


hearted, we stopped. 
* ok x 


Well, here we are in San Francisco. 
How shall I describe it! Perhaps I had 
better admit that it defies description. 
Who can hope to picture in words the 
beauty of the Golden Gate, that glorious 
entrance to San Francisco’s wonderful 
harbor! Who can adequately express 
the wonder of one who first gazes up 
those streets, rising up in amazingly 
steep slopes to the sky line! And there 
is picturesque Chinatown with all the 
products of that ancient country dis- 
played in gorgeous profusion to tempt 
the unwary traveller. You drive up one 
of the seven or seventy hills on which 
San Francisco is built, and as you sweep 
around the summit and come to rest, 
there below you is the city, and around 
it the glorious harbor, and across it is 
Mount Tamalpais, and beyond all is the 
ocean reaching westward. 

I was told that Mr. Buchanan took 
Mr. Keast on this sky-line drive, and 
when they had reached this summit of 
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which I have written, Mr. Keast looked 
around, drew a deep breath and said, 
“They will never get me East again.” 
Quite the proper frame of mind, isn’t 
it, for a partner who had been selected 
to reside on the Coast? : 

It is not to be wondered that one likes 
San Francisco, if all visitors are wel- 
comed as I was. They made me feel so 
much at home that I no longer consider 
myself a visitor, for I like to think that 
lamone of them. Mr. Klink, Mr. Bean, 
Mr. Keast and their families and friends 
were most kind. They honored me with 
luncheons at which were gathered rep 
resentative business, professional and 
financial men who are friends of the part- 
ners. Two of these luncheons were given 
in the Bohemian Club, of which Mr. 
link is a past president. 

The Bohemian Club is as original and 
interesting as its name would indicate. 
Perhaps its most unique feature is the 
Jinks,” a play given up in the woods 
by members of the club. I have not been 
I am going some day, if I live), 
but I have seen the pictures and I have 
heard the stories of what is done there, 


there 


and it must be quite the most thrilling 
experience one can have. The redwood 
grove, they say, is magnificent, and I can 
well believe it, and the festivities are of 
a kind to delight one’s soul. Mr. Sweet 
has had the good fortune to be there and 
perhaps some day he will tell about it. 

The club house in San Francisco is 
fascinating. It is filled with works of 
art of the club members—bronzes, paint- 
ings, etchings and cartoons. All the 
rooms are most attractive. One of our 
luncheons was held in the Owl Room, 
another in the Red Room, a beautiful 
chamber, looking particularly well when 
set for a luncheon or dinner, with all the 
lights aglow. Another delightful lunch- 
eon was given by one of the firm’s friends 
at the Pacific Union Club, a noble build- 
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ing set on top of one of the hills, with 
vonderful views from its windows over- 
looking the harbor. 

In the evening there were parties at 
Tates, well known to all San Francisco 
isitors, at the Fairmont, at the St. 
Francis, and the homes of the partners. 
Golf was mixed in judiciously now and 
then. It was all delightful. 

[ intimated in the beginning that this 
vas a business trip. Perhaps you will 
begin to wonder where the business came 
im. J really did go to the office every 
day. We are fine office 
building, with good lighting, and we have 


located in a 


an office which presents a most attrac- 
live appearance and which would be a 
credit to any city. On Saturday we gave 
a luncheon to the members of the staff. 
It was a pleasure to meet the men. 
\lready the Klink, Bean & Company 
and Lybrand, Ross Bros. & Montgomery 
organizations are so welded together that 
I am sure they all feel, as we do, part of 
the same big enterprise. 

Among the numerous calls made on 
the firm’s clients was a visit to the office 
of the Zellerbach Paper Company. The 
hall leading to the rooms of the execu- 
tives of this company is worthy of special 
mention. It is wide, more like a long 
room than a hall, and on either side it 
is lined with low built-in filing compart- 
ments. On the wall above are pictures 
of the various enterprises owned by this 
company, the data relating to the re- 
spective plants being filed .in the com- 
partment under the picture. It makes 
an attractive entrance which, in addition 
to being eminently practical, is in keep- 
ing with the other departments of this 
company’s offices. 

I found Mr. Buchanan hard at work 
Natu- 
rally, he misses the pleasant associations 
of the New York office, but San Fran- 
cisco has adopted him, and he is happy 


on several important tax cases. 
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in being there and in directing the work 
of the tax department, which already is 
assuming substantial proportions. 

San Francisco, in addition to being a 
great shipping port, is growing indus- 
trially. Especially is this true of Oak- 
land, across the bay, where we have an 
office, in addition to the one in San 
Francisco. A review made by the Cham- 
ber of Commerce of the progress during 
the last year, developed the fact that 
approximately $3,000,000 had been 
added to the industrial pay rolls. There 
is every indication that it will continue 
to grow in the number and diversity of 
its manufacturing plants. 

I was invited to address the meeting of 
the San Francisco Chapter of the Na- 
tional Association of Cost Accountants, 
but, unfortunately, my visit was cut a 
little shorter than I had expected would 
be the case, and I had to forego the pleas- 
ure of meeting the men. Dr. McLeod 
had told, in the National Association of 
Cost Accountants bulletin, of his visit to 
this chapter, which is certainly a live 
member of the Cost Association family. 

* * * 

All good times must come to an end, 
and at last I had to leave San Francisco 
with regret and much appreciation of the 
charming hospitality of my associates in 
San Francisco and my army friends in 
Berkeley. Mr. Bean, Mr. Klink and I 
started off for Portland and Seattle. It 
is a beautiful ride through a country 
varied in character with snow-clad peaks 
in view from time to time. 

The greatest scenic feature of Portland 
is the Columbia Drive. It is 
superb. It winds for miles along the 
river, sometimes on a shelf cut in the 
solid rock, then again through a tunnel 
where the cliff was too steep to cut a 


River 


roadway; then out on a promontory com- 
manding almost illimitable views up and 
down the river. Every now and then a 
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waterfall comes tumbling down, each 
different in its setting from the 
other, and all beautiful. They fall down 
unbelievable heights, one nearly a thou- 
sand 


very 


Farther out the drive one 
comes to the beautiful irrigated valleys, 


feet. 


looking like huge checkerboards with the 
thriving orchards laid out in precise rows. 
And brooding over all is that glorious 
mountain, Mt. Hood; 
day we saw it, pushing its snow-capped 
summit above the mists and clouds that 
entirely obscured its base. 

We had the pleasure of taking this 
drive with Mr. Neupert of the Walworth 
Company, who, with true Pacific Coast 
hospitality, placed himself at our dis- 
We shall not forget the pleasant 
afternoon spent with him. Our good 
friend Mr. Shorrock happened to be in 
Portland with both of his partners, Mr. 
Miner and Mr. 
kindly entertained us for luncheon at the 
Club, a attractive building. It 
adds much to the enjoyment of a visit 
to meet one’s fellow practitioners in this 
informal and friendly way. 

Aiter a short stay in Portland we took 
the late afternoon Seattle. 
Many of these coast towns are brilliantly 
lighted, and Seattle looked quite gay, 
even at the rather late hour of our ar- 
rival. It is built on hills much like San 
Francisco, the long avenues being fairly 
level, like receding shelves one above the 
other, with cross streets that run steeply 
up and down. Occasionally, when a hill 
is too high, they wash it away with water 


often, as on the 


posal. 


Roberts. They very 


most 


train for 


forced through a pipe at such a tremen- 
dous pressure that if you strike it just 
at the point where it leaves the pipe, 
it will ring like steel. They told me that 
the hill on which the Washington Hotel, 
a very tall building, is built, and which 
was as high originally as the top of this 
hotel, was washed away in this manner. 
You have all read of the dispute re- 
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garding the name of the mountain some- 
times called ‘‘ Rainier,’’ sometimes ‘‘Ta- 
Personally, I doubt whether 
there is sucha peak. This was my second 
Visit to Seattle and I did not see it once! 
oh 
and | 

was in 


coma.” 


is over there,” 
looked and 
sight 
However, there is much of beauty in 
Seattle that The 
views are magnificent, and the hills on 


they said, vaguely, 
looked, but nothing 
except sky and clouds. 


you can see. water 
which the city is built afford many op 
portunities for fine residence sites, of 
which good use has been made. The 
drive around the shores of Lake Washing- 
ton is particularly attractive. 

The Washington Society of Certified 
Public Accountants was kind enough to 
invite me to be its guest at a luncheon 
which the members had arranged for 
when they knew I intended to visit their 
city. 
representatives of the various accounting 
firms, and to talk to them about the 
activities of our national organization, 
the American Institute of Accountants. 

Our office in Seattle is in the L. C. 
Smith Building, which looms up high 
above the city, with a famous tower 
commanding a view for miles and miles 
on every side. In all of these Coast 
cities one is struck by the number of 
familiar Eastern names. At every turn 
one sees them—in fact, a good part of 
my time on the Coast was devoted to 
visiting the representatives of our East- 
ern clients. 


It was a pleasure to meet the 


I found that business generally on the 
Coast was undergoing some depression, 
common to the whole country. It had 
been difficult, for instance, to dispose of 
the apple crop because of falling off of 
exportations, principally to Great Brit- 
ain, due to the depressed industrial 
condition there—an aftermath of the 
war. Apples, I suppose, are essentially a 
Continued on page 24) 
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The Revenu 
By E. E. 


The Revenue Act of 1924 was signed 
by the President and so became law on 
June 2, 1924. 
actment in form, but in essential charac 
amendment of the 
1921, with a continua- 
tion of the general scheme of the earlier 


It is a complete new en- 


teristics it is an 
Revenue Act of 


law and verbatim reenactment of many 
sections. For this reason the new act 
may most easily be considered in terms of 
the changes from the former law. In 
general the income tax provisions are 
effective as at January 1, 1924. 


Dividends, Sec. 201 

The definition of a dividend as a dis- 
tribution out of earnings or profits of a 
corporation accumulated after February 
28, 1913, is the 
former law. Express provision is, how- 
ever, made that liquidating dividends 
shall be treated as sales of the stock, pro- 


continued as under 


ducing gain or loss, whether earnings or 
capital are distributed. The present 
lreasury rule permitting return of sur- 
plus distributed in liquidation as divi- 
dends is thus superseded as to distribu- 
tions after December 31, 1923. Distri- 
butions out of earnings or appreciation 
of value accrued before March 1, 1913, 
of course continue to be tax-free, but 
such distributions must, as formerly, be 
credited the stock, thus 
increasing gain on sale and decreasing 


to the cost of 


le SS. 


Gains and Losses, Sec. 202-204 

The provisions for determining gains 
and losses on sales of property are largely 
rewritten in the new act. They are ex- 
tremely technical and one cannot hope 
to give a comprehensive idea of them in 
the limited space permitted by such a 
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review as this. It will probably be time 
for new legislation before we get a fully 
established interpretation of these sec- 
tions. 

The general plan of the sections is (1) 
a statement in Sec. 202 that the gain 
arising from the sale or other disposition 
of property is measured by the excess 
of the amount realized over the ‘basis 
value,’ and in a similar way the loss is 
the the over the 
amount realized; (2) a long list of 


excess. of “basis” 
exceptional cases of sales and exchanges 
producing no immediate, or not complete, 
taxable gain, enumerated in Sec. 203; 
and (3) in Sec. 204 a long and complicat- 
ed statement of the method of determin- 
ing cost or, technically, the ‘basis,”’ 
sometimes cost and sometimes value at a 
certain date, to be used in computing 
gains. 

The exchange provisions differ basic- 
ally from those of the 1921 law. In 
the latter no gain or loss was recognized 
unless the property received in exchange 
had a readily realizable market value. 
In the new law gain or loss may be re- 
cognized from any exchange. The only 
exceptions to this general rule are ex- 
pressly provided for. 

Some of the more important cases in 
which no gain on sales or exchanges of 
property is recognized are as follows: 

203 (b) (1). As under the former law 
after amendment in 1923, exchanges of 
property held 
business, or for investment, for property 


for productive use in 


of a like kind and for the same purpose 
are non-taxable; before, ex- 
stocks, and similar 
securities are excepted from such non- 


but, as 


changes of bonds 


taxable exchanges, unless the exchange is 














merely one in which common stock is 
exchanged solely for common stock, or 
preferred stock solely for preferred stock, 
in the same corporation. 

203 (b) (2) and (3). Exchanges of 
securities by individuals, or property for 
securities by corporations, in a reorgani- 
zation of a corporation or corporations. 

203 (b) (4). 
a corporation in exchange for its stock, 
if immediately after the transfer control 
of the corporation rests in the person or 


Transfer of property to 


persons receiving the stock, and in case 
of more than one person, the proportion- 
ate ownership remains substantially the 
same after transfer to the corporation. 
This applies to 
property by corporations for stock as 


section transfers of 
well as to transfers by individuals. 
203 (b) (5). 


into other property or into money, in- 


Conversion of property 


voluntarily, as by destruction and receipt 
of insurance or by taking for public use, 
if new property is substituted which is 
similar or related in service, or a replace- 
ment fund is created. In any event, 
no taxable gain in excess of the amount 
not reinvested in the kind of 
property results. 
Sec. 203 (c). 


securities may be distributed in a plan of 


same 
Under a new provision 


reorganization without tax even though 
received are those of a 
different corporation and would have 
constituted taxable income under the 
Rockefeller and Phellis cases decided by 
the Supreme Court of the United States 
in 1922. 

Sec. 203 (d), (e) and (f). As in the 
1923 amendment of the former law, when 
the property received in exchange con- 


the securities 


sists in part of property which might be 
received tax-free, as for example, on 
exchange for property of a like kind, the 
possible gain is limited to the amount 
of money and value of property of a kind 
to produce ‘axable gain, but the exempt 
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property is figured in as part of the total 
value received. For example, if a manu- 
facturer exchanges a factory which cost 
$100,000 in 1919 for another factory of 
the same kind, which is worth $105,000, 
plus $10,000 cash, a total gain of $15,000 
is recognized but only $10,000 is taxable. 
Similarly, if property which might be 
exchanged without gain is received, to- 
gether with property which would pro- 
duce gain if sufficient in amount, no loss 
can be recognized. In the example above, 
if the new factory was worth $85,000 
there would be no deductible loss even 
though the total value received was thus 
only 895. COO as against S100,.000 cost. 
Sec. 203 (h) The statute 
merger or 


and (1). 
defines a reorganization as a 
consolidation of corporations (including 
the acquisition by one corporation of at 
least a majority of the voting stock and 
at least a majority of the total number of 
all other 
another corporation, or substantially all 


shares of classes of stock of 
the properties of another corporation), 
a transfer of assets from one corporation 
to another for stock, in case control re- 
mains unchanged, a recapitalization or a 
mere change in identity, form, or place of 
organization. **Control’’ means owner- 
ship of at least 80°¢ of the voting stock 
and at least SOC; 
shares of other classes. 

Sec. 204 defines the “basis” to be used 
in determining gain or loss. Briefly it 
is (1) cost for property purchased after 
March 1, 1913; 
grantor of property received by gift or 
trust after December 31, 
1920, but value at date received if 
received on or December 31, 
1920; (3) value at date of death of the 
decedent if received by will or inheri- 
tance; (4) value at March 1, 
1913 whichever is greater, for property 
acquired before that date. 
property transferred without gain or loss, 


in number of all the 


(2) cost to the donor or 


transfer in 


before 


cost or 


In case of 
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on later sale the ‘basis’ is that appli- 
cable to the property transferred without 
gain or loss. 
Under _ this 
changes 


marked 
previous law are 
effected. First in determining gain or 


section three 


from the 


loss on dispositions of property acquired 
before March 1, 1913, the basis is cost or 
March 1, 1913 
greater, irrespective of the relationship 


value, whichever is 
of those figures to the disposition price. 
Second, depreciation and depletion ac- 
cruing after January 1, 1924, are re- 
quired to be figured on the basis appli- 
cable for determining gain or loss. Third, 
in transfers of 
securities, on 


property, other than 
incorporation, without 
change of beneficial ownership or con- 
trol, the basis for gain or loss on sale by 
the corporation after January 1, 1924, is 
the same as it would have been for the 
transferror. This last provision is retro- 
active in that it applies to non-taxable 
transfers under the 1918 and 1921 acts. 
It prevents the use after January 1, 1924, 
of depreciation and depletion on appre- 
ciated values, existing at incorporation 
of a business without change of beneficial 
ownership. 
Net Losses Sec. 206 

The provisions of the Revenue Act of 
1921 permitting deduction of net losses 
in trade or business from income of the 
two succeeding years are reenacted. A 
new feature is the requirement, for 
individuals, that the net loss be first 
applied to ordinary income in the suc- 
ceeding year and that only the balance, 
if any, be applied to capital gains. This 
permits the full benefit of business losses 
against income subject to surtax but 
allows any balance to be applied to 
capital gains. 
Capital Gains and Losses, Sec. 208 

A marked change in the law regard- 
ing the disposition of capital assets is 
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the requirement that reduction of tax 
through loss on disposition of capital 
limited to 9 
capital net loss. No longer can a 
wealthy taxpayer so arrange his trans- 
actions in property held more than 
two years as to bring the gains into one 
year and pay tax at 12!9°%, but to throw 
the losses into another year in which, but 


assets be 1214% of such 


for such losses, the income would be 
subject to normal and surtaxes much 
greater than 1214°%. It is not required 
under the revised law that if the benefit 
of the capital gains provision is taken, all 
taxable income is taxed at not less than 
12147. Capital assets under the new 
law include any property held by the 
taxpayer more than two years, except 
stock in trade or other property which 
should be included in inventory or is 
held primarily for sale in the taxpayer’s 
business. Hence, gain on sale of a resi- 
dence, for example, may now be taxed 
as a capital gain if the taxpayer so elects. 
It is to be noted that the provision for 
adjustment of tax for capital net losses 
is obligatory and not optional as is the 
capital gains provision. 


Earned Income, Sec. 209 


A new feature of the law strongly 
recommended for some years by Col. 
Montgomery (in Income Tax Procedure) 
is provided, to a small extent, in 
the special reduction of tax on earned 
income. 


Earned income means “wages, 
professional fees and _ other 
amounts received as compensation for 
personal services actually rendered,” 
but not that part of payment from a 
corporation for services, which repre- 
sents a distribution of profits rather 
than a reasonable allowance for com- 
pensation. A// income not over $5,000, 
independent of source, is considered 
earned income and in no case can earned 
income exceed $10,000. If both personal 


salaries, 
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services and capital contribute to pro- 


duce the earnings of the taxpayer, for 
example, as a sole proprietor of a trading 
business, not more than 20°, of the 
earnings shall be considered earned in- 
come, except, as above stated, that all 
income up to $5,000 is considered earned 
income. Partnership earnings may be 
considered earned income under rules 
and regulations to be prescribed by the 
commissioner. The reduction of tax on 
account of earned income is 25°; of the 
tax which payable if the 
were the entire net in- 
come, but not in excess of 25°; of the 
normal tax computed on the whole tax- 
able income actually received. 


new complication in 


would be 
earned incom: 


Here isa 
determining the 
tax of even the relatively small taxpayer 
because two distinct calculations will be 
required, one for the tax without the 
credit on account of earned income and 
one for the amount of credit based on 
earned income. It is estimated that no 
more than $75 reduction of tax can result 
to any one taxpayer from the earned 
income feature of the law. 


Rates of Taxes: 


Individuals, Sec. 210 


Normal tax, citizens and residents, 2°; 
on first $4,000 above income credits and 
exemptions, 4% on next $4,000, 697 on 
remaining balance of net income; non- 
resident aliens 697, except that for aliens 
resident in a contiguous country (as 
Canada) the rate on taxable income after 
allowance for credits and exemptions is 
2°), on the first $4,000 of income from 
personal services actually performed in 
the United States, 4% on the next $4,000 
of such income and 6% on the excess of 
such income over $8,000 and 6°7 on 
other taxable income, if any. 

Surtax. None on income of $10,000 
or less; graduated rates from 1% on over 
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$10,000 to $14,000 up to 40 2 on excess 
over $500.01 0). 
( ‘or porations, Sec. 230 


121.,°7, of income, no change. 


Determination of Taxable Income, Secs. 
213-215 

The general scheme in Secs. 213 to 215 
governing computation of taxable in- 
come remains Modifica- 


The provisions of 


unchanged. 
tions are as follows. 


the earlier laws in regard to amortization 


of cost of war facilities are omitted 
because no longer applicable. If a tax- 
payer has made charitable, etc., contri- 


butions for each of ten years preceding 
the taxable year, and in the taxable 
year, in excess of 90% of income in each 
year then the 15° limitation on contri- 
butions for the taxable year does not 
apply. Contributions to fraternal orders 
operating under the lodge system and to 
trusts not classed as corporations or 
associations, are now deductible. The 
provision of the 1918 law requiring in- 
formation in the return as to holdings, 
and income therefrom, of 
securities is revived. 


non-taxable 
Changes in deter- 
mination of gains or losses on sales are as 
already described. 
Credits and Exemptions: 

Individuals, Sec. 216 

The credit, commonly called the per- 
sonal exemption, of married persons and 
heads of to $2,500, 
irrespective of the amount of income. A 
taxpayer whose status changes during 
the taxable year now gets the $2,500 
credit only for such fraction of the year 
as he was married or head of a family 
and the $1,000 credit for the rest of the 
year. The division of the year is by 
months, disregarding fractions less than 
one-half a month and considering more 
than one-half a month as a whole month. 


families is raised 


























Corporations, Sec. 236 


$2,000, if income less than $25,000, as 
heretofore. 


Income of Estates and Trusts, Sec. 219 


The outstanding changes in the tax- 

ation of income of estates and trusts are: 

1. Taxation to beneficiary of in- 

come actually distributed (“paid or 

credited’’) to him in case the trustee 

has discretion to distribute or ac- 
cumulate the income. 


2. Taxation of income of a trust 


to the person creating the trust if 
he has at any time during the tax- 
able year either alone, or with any 
person not a beneficiary of the trust, 
the right to revest the trust in him- 
self or to distribute the income to 
himself or to accumulate it for 
future distribution to himself or 
to apply it to premiums on insur- 
ance on his own life not for chari- 
table, etc., purposes. In other words, 
in general terms, the income of 
revocable trusts is taxable to the 
grantor and not to the trust. 


Evasion of Surtaxes, Sec. 220 


The new law provides a real penalty 
upon corporations used to accumulate 
income and keep it from being subjected 
to surtax as part of the income of the 
stockholders. The additional tax on 
such corporation is at the rate of 
50°, of its net income, which, for the 
purpose of this means the 
ordinary net income plus dividends, plus 
interest on U.S. obligations, which would 
be taxable in the hands of an individual. 
Consequently the use of a holding com- 
pany owning stock in active companies 
which pay the earnings over to the hold- 
ing company will no longer serve to 
prevent surtaxes on the owners. 


section, 
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Returns for Fraction of Year, Sec. 226 

In accordance with recent Treasury 
rulings, following the court decision in 
Bankers Trust Co. v. Bowers, returns for 
less than twelve months are required to 
be put on an annual basis only on change 
of the taxable year by the taxpayer. 
The personal exemptions under Sec. 216 
(c), (d) and (e), in case of returns for a 
part of a year not due to change of tax- 
able year, are reduced to the same pro- 
portion as the number of months for 
which return is made bears to 12 months. 


Consolidated Returns, Sec. 240 


The minimum ownership, in a sub- 
sidiary corporation, necessary for con- 
solidation, and the minimum common 
ownership in case of corporations owned 
by the same interests is made 95%, 
instead of the requirement in the phrase 
“substantially all’ found in the 1921 act. 
Of importance is the new provision that 
when necessary to secure an accurate 
distribution of income, deductions, etc., 
the taxpayer may require the commis- 
sioner to consolidate the accounts of two 
or more related trades, whether incor- 
porated or not and whether domestic or 
foreign, which are owned or controlled 
directly or indirectly by the 
interests. 


same 


Returns Public Records, Sec. 257 

The extreme provision in the bill as 
passed by the Senate, making all tax 
returns public records, open to any one, 
was modified in 
prevent 
certain 


conference so as to 
access to returns except to 
congressional committees, to 
officers of any state on request of the 
governor of such state in the case of 
corporation returns, and to owners of 
record of 17 or more of stock of a cor- 
poration, as to their corporation returns. 
But the Commissioner must make avail- 
able for public inspection in collector’s 
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offices lists of the names and addresses of 
amounts of tax paid by taxpayers. The 
publicity provisions of the law 
severely criticised by President Coolidge 
and apparently 


were 


would have been a 
ground for a veto if tax reduction could 
have been made this year in any way 


but by approval of the new law. 


Under payment of Taxes, Secs. 273-280 

Board o} Tax Appeals, Sec. goo 

In case a tax is underpaid, the Com- 
missioner may make a further assessment 
for 1921 or a later year within four years 
after the filing of the return for 1921 or 
such later year. Additional 
years back of 1921 must be assessed 
within five years from the filing of the 
return, Sec. 277. 


taxes for 


The Commissioner must give notice of 
proposed additional tax by registered 
mail and the taxpayer has 60 days from 
the date the notice is mailed to appeal 
to the new Board of Tax Appeals, Sec. 
274. If no appeal is taken or if decision 
is against the taxpayer the Commissioner 
may extend the time of payment for 
eighteen months from the final date on 
which payment otherwise would be 
required, provided undue hardship would 
result from immediate payment, and 
provided the Secretary of the Treasury 
approves. A bond may be required to 
insure payment. 

The Board of Tax Appeals, to which 
appeal may be taken under Secs. 274 
and 279 as to income taxes and under 
Secs. 308 and 312 as to estate taxes, is to 
be appointed by the President and to 
consist permanently of 7 members, but 
for the first two years of 28 members. 
The Board is constituted “an independ- 
ent agency in the executive branch of 
the Government,” and is thus freed 
from control of the tax collecting agency, 
viz., the Treasury Department. Pro- 
cedure before the Board will, in all 


more like 
than the 


probability, be much pro- 


cedure in court informal 


procedure before the Committee on 
Appeals and Review, and the Board is 
to keep a record of proceedings which 
will be a public record. It will have a 
seal which will be recognized in court 
to authenticate its records as evidence. 
Its reports are to be published as public 
documents. 

Question has been raised whether the 
Board has, under the language of the 
statute, any jurisdiction over appeals as 
If this 
should be 


to taxes for years before 1924. 
limitation of jurisdiction 
established, one of the main benefits 
expected from the Board would be lost, 
because it could not handle cases arising 
from proposed taxes of the war years 
still unsettled. 
277 (b) would seem to indicate that the 
new Board will have jurisdiction over 


Consideration of Sec. 


cases arising under all laws, which is 
apparently the Treasury’s interpretation 
as 60-day letters are now being issued on 
past years’ returns. No specific mention 
is made of the Board having jurisdiction 
to consider cases of claims for credit and 
refund disallowed by the Commissioner. 


Credits and Refunds, Sec. 281 

The time for making claims for refund 
is limited to four years from the date the 
tax was paid, and in case the tax for a 
given year was paid in two or more 
amounts, only the portion actually paid 
within four years shall be refunded. 
Refunds for 1919 and 1920 may, how- 
ever, be made if claim is filed within five 
years from the time the return was due. 
If a waiver for 1917 was filed within five 
years from the time the return was due, 
or a waiver for 1918 was filed on or before 
June 15, 1924, claims for refund for these 
years may be filed on or before April 1, 
1925, or within four years after the tax 


was paid, whichever is later. Unless 
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refund 
against original payments of 1918 taxes 


waivers were filed, claims. for 
are already outlawed. It is also pro 
shall be barred 
which was tiled before the passage of the 


vided that no claim 
act and would be allowable except for 
the new law. 


Lestate Tax, Secs. S00 lo 210 


The estate tax rates have been in 
creased on all net estates over 8100,000, 
the maximum now being 40°,, 


of 25¢ 


instead 
,, on the excess over 810,000,000. 
Credit is given, in determining the net 
tax, toa maximum of 25, of the Federal 
tax, for estate, inheritance, legacy or 
succession taxes actually paid to any 
State, Territory or the District of Colum 
bia in respect of any property included 
in the gross estate subject to the Federal 
tax. Property transferred, or put in 
trust, at anv time 


decedent 


before death of the 
with a power to revoke or 
alter the disposition of such property, is 
\ deduc 
tion is also allowed on property previous- 
ly subjected to the gift tax but included 
in the gross estate for estate tax purposes. 
\ right of appeal to the Board of Tax 


included in the gross estate. 


\ppeals is given on estate taxes as well 
as on income taxes. 
Gift Tax, Secs. 319-324 

A tax on gifts made after December 
31, 1923 is an entirely novel and repre- 
hensible feature of the law. The rates 
are the same as for the estate tax, witha 
maximum of 40°; on the excess over 
810,000,000. 
less than $500 to any one person in the 
850,000 
general exemption is allowed, as for the 
estate tax. 


All gifts, by residents, of 
same year are exempt and a 


Gifts for public, charitable, 
educational, etc., purposes are exempt. 
Property already subjected to the estate 
or gift tax and received within five years 
before the date of gift, is also exempt to 


f. 
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the extent of the value fixed for the prior 
tax. 

\ return, in duplicate, of gifts must 
be made and the tax paid to the collec- 
before March 15, 1925 and 
annually thereafter if gifts in the preced- 


tor on or 


ing year exceed the exemptions allowed. 


I Day. ise ‘ Sale Ss, elc., Titles IV 
VITT, Secs. 


There are many changes in the excise 


Taxe .) 


100-S07 
+ / 


taxes on sales, admissions, occupations, 


etc., but only the following will be 
mentioned, because of lack of space. 
ldmissions—No tax unless the 
price of admission exceeds 50 cents, 
on and after July 3, 1924. 
Stamp Taxes 


notes and 


Tax on promissory 
time drafts no longer 
1924. 
Documentary stamps are no longer 


effective beginning July 3, 


required on power of attorney for 
use in the collection of claims from 
the United States. 

Telephone and Telegraph Message 
Taxes—No longer effective begin- 
ning July 3, 1924. 

luto Tires and Accessories—Re- 
duced to 2!4°) on and after July 
3, 1924. 

Capital Stock Tax, Sec. 700 
This tax is not repealed, but con- 
tinued as Sec. 700 of the new law without 
change in form or rate. 
Suits to Recover Taxes Paid 
Necessary, Sec. 1014 


-No Protest 


As under existing law, suits to recover 
payments of must be brought 
within five years from date of payment 
or within two years after disallowance of 
a claim for refund, whichever is later, 
but the new law specifically provides 
that payment need not have been under 
protest or duress to enable maintenance 
of the suit. 

Continued on page 24) 


taxes 
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The Twenty-fifth Anniversary 
Number 

The issuance of the special number of 
the L. R. B. & M. JourNAL, which forms 
“A Record of Twenty-five Years,” has 
brought to us many letters from well- 
wishers of the firm. These letters have 
come from clients, some of whom have 
been in connection with us for all or 
almost all of the quarter-century period, 
and from fellow practitioners in the 
field of professional accountancy. 
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It has been pleasing to tind the special 
number commended both for the interest 
of its contents and for the attractiveness 
of its presentation. Still more appreci- 
ated are the sincere expressions of con- 
gratulations from our friends, for we 
number both our clients and our fellow 
accountants among our friends. Of 
interest is the surprise expressed in some 
of the letters at the extent to which our 
organization has grown. That growth 
in size has not, however, been accom- 
panied by a decline in spirit or lowering 
of ideals, but that, on the contrary, 
increased scope or reach has been utilized 
as an opportunity for greater service to 
our clients, is gratifyingly indicated by 
the complimentary references in various 
letters to the spirit and ideals of the 
L. R. B. & M. organization. 

One of the very finest letters which we 
have received is from an old friend in 
our profession, Mr. Edward L. Suffern. 
The letter breathes such a generous spirit 
of friendship, both personal and_pro- 
fessional, that we feel impelled to present 
it here for the appreciation with which 
we know it will be read by each member 
of our organization: 

rhis is to acknowledge the receipt of the 
copy of your special number of the L. R. B. & 
M. JoURNAL, containing the history of the 
twenty-five years of the life of your firm. For 
this and the personal courtesy of Mr. Lybrand, 
I send you my sincere thanks. ; 

As yet I have not had the opportunity of 
giving more than a cursory and admiring exami- 
nation of the book, but I intend to do much more 
than this—read it all with the greatest of 
interest, as I know the others of my firm will do. 

The Twenty-fifth Anniversary of any event 
seems always imbued with special significance 
just because that period of time has elapsed 
between the two dates, but in your case it means 
more than this. It means that there came into 
existence a firm, the members of which have 
consistently and faithfully not only observed 
but helped to create the highest ideals of service 
and skill, and you may well congratulate your- 
selves, as your friends do, that you have also 
developed the highest esteem, admiration, trust 
and confidence in the minds and hearts of those 
who are engaged in the same line of effort. 
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Perhaps the friendship you have won is not the 
least of vour rewards. 

With very kindest regards to all of the firm 
ind espec ially to those in whose acquaintance | 
have had so much pleasure, I am, 


Very truly yours, 


Signed) Epwarp L. SUFFERN. 


The many kind expressions of our 
friends will spur us on to still greater 
effort to measure up to the fine things 
said in the numerous letters which have 
come to hand. May the years ahead 
prove us worthy of them! 


Firm Meeting 

On June 20th and 21st the members 
of the firm and the managers of our 
various offices gathered in New York 
for a firm meeting. Almost all the part- 
ners were able to attend and the only 
managers absent were Mr. Keller of 
Boston and Mr. Fitzgerald of Detroit, 
both of whom are at the present time in 
Europe. Mr. 
Pacific Coast associates 


Keast and our other 
Messrs. Klink, 
Bean and Black, in lieu of personal at- 
tendance, sent informing letters concern- 
ing the progress which is being made in 
the offices of the Far West. 

The main purposes of our firm meet- 
ings are to increase the value of our 
service to our clients by developing the 
most effective co-operation between our 
various offices and by attaining to the 
greatest degree possible uniformity of 
practice throughout our organization, to 
discuss important matters of principle 
and procedure, and to hear reports of 
conditions, progress and of possible prob- 
lems which may require solution at our 
different offices. The gathering, with its 
interchange of views and opinions, proved 
most stimulating, and the business ses- 
sions, which were based on an agenda 
prepared in advance of the meeting, were 
felt to be well worth the expenditure of 
time required, especially by those who 
had to come from more distant points. 
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The fag end of the week, Saturday, 
was devoted to recreation—the thing 
which the accountant in active practice 
frequently has to sacrifice to the pressure 
and needs of his clients. Most of those 
who remained over (a few could not re- 
main because of urgent matters requiring 
their presence at their respective offices) 
took their recreation through the medium 
of the royal Scottish rite of golf. A few 

a steadily dwindling minority who 
pride themselves on still being able to 
move about with a certain measure of 
agility—stayed by the more active game 
of tennis. 

The two days’ gathering was stimu- 
lating and refreshing in various ways, 
and plans were evolved for further ad- 
vance toward the attainment of the 
greatest possible effectiveness in the 
practice of our profession, which in turn 
is best expressed in the rendering of the 
greatest possible service to our clients. 


Observations 

The crying evil of the young man who 
enters the business world today is the 
lack of application, preparation and thor- 
oughness, with ambition but without the 
willingness to struggle to gain his desired 
end. Mental and physical strength 
comes only through the exercise and 
working of mind and body. 

There is too little idea of personal re- 
sponsibility; too much of ‘the world 
owes me a living,” forgetting that if the 
world does owe you a living, you yourself 
must be your own collector.—Turopore 
N. VAIL. 


Today 

There is no moment like the present. 
The man who will not execute his resolu- 
tions when they are fresh upon him can 
have no hope from them afterward; they 
will be dissipated, lost, and perish in the 
hurry and scurry of the world, or sunk 
in the slough of indolence.—EDGEwortH. 














Office 


BOSTON 

Members of the firm have been avoid- 
ing us. Mr. Lybrand journeys to the 
offices west of New York, Mr. Gee runs 
out to Pittsburgh, Mr. Henderson visits 
Cleveland, Cincinnati and Washington, 
Messrs. T. E. Ross and Pugh drop in on 
Baltimore and Pittsburgh, but Boston is 
neglected. Even Mr. Sweet is busy ona 
case that keeps him from the office most 
of the 
to come to Boston. 


* 


time. Partners, we invite you 


Jack Harris has left us! After reading 
in the JOURNAL about the wonders of 
California and seeing the picture of the 
Los Angeles office with its front yard 
adorned by palms, he contracted Cali- 
forniaitis, and could be cured only by 
being transferred to the San Francisco 
office. He will certainly miss our east 
winds and our sudden snow storms. Mr. 
Keast must stop broadcasting California 
Trade Winds. iar i 


Our latest automobile 
MacNaught and 
tiresomely enthusiastic about the merits 
of their cars. +e 


converts are 


Sanborn. Both are 


Something must be radically wrong 
with ‘Judge’ Elwell—he hasn’t been 
fishing lately. However, “ Judge”’ says 
that he will do nothing else during his 
coming vacation. 

* * * 

We now have a “Juror” on the staff. 
Kittredge was drawn to serve on the 
jury of the June session of the Superior 
Court. Apparently his duties are not 
very onerous, because he is as cheerful 


as of yore. x *& * 


When J. B. Moore saw the 16th cen- 
tury Piranesi etchings of famous Italian 
ruins that adorn the office walls, thanks 
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Notes 


to Mr. Keller, his remark was: 


“Huh! 


to me they look like fully depreciated 


assets. * *k * 


“Tommy” has completely recovered 
from the effects of his late operation and 
is with us again, looking better than ever 


before. kK * 


It appears to be the purpose of several 
members of the staff to stray so far 
afield during their vacations that they 
will be beyond reach. Mr. Keller is now 
looking over the rural sections of Eng- 
land; Gibson is en route to Galveston 
Texas; Miss Holmes is about to sail for 
Bermuda, and Buchanan has sailed for 
Scotland. 


CHICAGO 

The increasing requirements of our 
Chicago office has necessitated a removal 
from the Harris Trust Building, where 
we have been for the past eleven years, 
to larger quarters in the recently com- 
pleted Ilinois Merchants Bank Building, 
231 South La Salle Street. Incidentally, 
this building is one of the finest in the 
entire West. * * x 


We are in receipt of the following 
telegram from Chicago: 

Regret that we will be unable to send in notes 
for June JourNAL, as Mr. Power has had a 
sudden attack of appendicitis which requires 
operation. 

We wish to put ourselves on record as 
being among those who have enjoyed 
exceedingly the subtle 
“Chicago’s Foreign Correspondent” and 
to extend our best wishes for his speedy 


humor of 


recovery. x *k x 


The JouRNAL notes with sincere sor- 
row the death, on June 5, 1924, of Mr. 
Frank L. Brown, at one time connected 
with the Chicago office. 
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CINCINNATI 

The Cincinnati office is pleased to 
report progress as indicated in the a 
companying excerpt from the Cincinnatt 
Times Star of May 20th: 

\pproximately 2,000 square feet of space on 
the seventh floor of the Ingalls Building was 
leased yesterday by the Frederick A. Schmidt 
Company to Lybrand, Ross Brothers & Mont 
gomery, accountants and auditors, for tive 
Vears. 

The lessees have oflices in thirteen of the 
largest cities of the country, with headquarters 
at New York City, and only recently came to 
Cincinnati, where expansion of business already 
has necessitated larger quarters. 

Robert H. Montgomery, a member of the 
firm, is the author of ‘Auditing Theory and 
Practice,’ a standard work on its subject which 
has gone into a number of editions, and also of 
**Montgomery’s Income Tax Procedure.’ 


CLEVELAND 

Having ensconced myself in the most 
comfortable chair in the office—a purely 
relative expression and not indicative 
my reveries and deep philosophical 
contemplations were rudely disturbed 
by the arrival of a telegram from the 
Editor, inviting, in unequivocal language, 
entries for the JOURN AL. 

How multifarious are the duties of 
the present-day staff accountant and 
how incomplete the 
his guidance! 
the ambitious 


bibliography for 
That stalwart guide of 
accountant, ** Auditing 
Theory and Practice,” by Montgomery, 
breathes not a word or line of the form 
or substance which should properly enter 
into the preparation of a soul-stirring 
contribution to that widely circulated 
compendium of current 
L. R. B. & M. JourNat. 

Thus, without outside aid or assistance, 


events, the 


with no accomplices located in the audi- 
ence and without any articles concealed 
upon my person, I undertake the magic 
task of bringing up a large family of 
words upon a small income of ideas. 
Our telephone number has not been 
changed and we are therefore not in- 
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spired to break into poetry. In fact, if 
were to be 
think we would 
break into poetry; but we would most 


our telephone number 


changed we do not 


likely break into something else and we 
doubt whether our effusions would ever 
see the light of publicity. 

I read with interest the article in the 
May issue, by Mr. Buchanan, on the 
The 


Ohio law does not specifically prescribe 


subject of “Community Property.” 


How- 
ever, my observations have forced the 
conclusion that in the State of Ohio the 
wife is entitled to 100°; of the income 
from all sources; 


any community property rights. 


certain refunds can be 
effected, but the procedure is involved 
and long drawn out. In addition, the 
wife has a vested right in all property 
of the male with the sole exception of 
even golf 
knickers are no longer sacred to the male 
members of a household... I. have the 
impression that these same conditions 
exist in other States perhaps to slightly 
varying degrees under differing con- 
ditions. 


razors, pipes and_ tobacco; 


This office has not inventoried any 
wild animals, at least not lately, but we 
have given considerable thought to the 
subject. In the event of such an assign- 
ment we will strive arduously,.. most 
arduously, to verify the accuracy of the 
inventory values by the gross profit 
method, and if the results are not con- 
vincing and ‘a physical inventory is 
determined to be necessary, we intend to 
decide immediately upon some other 
form of life work and to allow the 
accounting profession to stagger along 
as best it can without our assistance. 

Cleveland who 
have shed the sunshine of their presence 
upon our fair city include Mr. Lybrand 
and Mr. Keller. The latter gentleman 
for a few brief days forsook the shrine 
of the sacred cod and favored us with a 


Recent visitors to 
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long-promised visit. We consider it 
purely a coincidence that most of his 
estimable friends, whom we were going 
to favor with a call, by some unfort- 
unate chance had selected the same day 
as an opportune time to be absent from 
the city. 

The summer season approaches, not 
rapidly but with a halting, stumbling 
gait; nevertheless, we believe it will in 
time arrive and we look forward to the 
publication in the fall of an entertaining 
series of summer reminiscences. Such a 
topic appeals to me. I feel I could write 
something commendable 
lines, an outpouring of a soul’s con- 
tentment that would live down through 
the We know that 
largely dependent upon preparation, and 
I would undergo the most intensive and 
extensive preparation. 

Frederick O’Brien spent years 
with the Marquesans writing ‘* Shadows 
of the South Seas,”’ but I think that a 
two months’ vacation would enable me 
to absorb sufficient atmosphere to bring 
forth a most creditable and delightfully 
interesting contribution. The 
that be are ever on the lookout for new 
and entertaining material for our little 
family publication, and I have no doubt 
they will heartily (without 
recourse) the idea. 

The Cleveland Correspondent. 


along those 


ages. success is 


two 


powers 


endorse 


DETROIT 

Little did we think that once again 
this spring we would sit down and write 
out the scraps of information which have 
been painfully extracted from our co- 
workers. When the notes for the May 
issue went in, we gave a mental hurrah 
and thought of the many months that 
lay between May and October, a period 
during which we expected to do nothing 
but work and play. But now we are 
back on the job again, trying to think 
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up items which will let the other offices 
know what Dynamic Detroit is doing. 
* * x 
When we referred to New York’s 
notes in the May issue, we were much 
distressed (yes, indeed!) over the remarks 


made by one of the editors about our 
being ‘“‘sourcastic.”’ Far be it from us 
to say anything that would get in under 


the hide of the Editor and his many 
We would like to call atten- 
tion, though, to the fact that our prog- 
We said that 
the May number would be out June 1; 
Since we are 
writing in this strain we are just wonder- 


assistants! 
nostication was correct. 
we received it June 2. 


ing what caused the decision to issue a 
June number. We are willing to bet 
that the editorial staff is determined to 
get an issue out in the month in which 
it is due. 

* a * 

Another New York item that caused 
us to suppress a smile was the one in 
which New York mentions Chicago’s 
request for information about cemetery 
accounts. If it were not for the fact 
that New York might resent a remark 
meant in a ‘‘joshing’’ way, we might say 
that perhaps Chicago thought that there 
were some dead ones in New York. But 
we know better, for the jokesmiths tell 
us that it is Philadelphia which does not 
bury its dead. 

ok * * 

Detroit has been having an epidemic 
of smallpox, a fact which has resulted in 
the Health Department waging a stren- 
uous campaign to have everyone vac- 
cinated. As one of the staff, who has 
his left arm bandaged, feelingly remarks, 
‘‘Everyone is having a ‘swell’ time.” 

* * BS 


S. C. Hyer and A. J. Campbell made 
an audit of the City of Niles, Michigan, 
last month. One Saturday afternoon 

















A. J. decided to try his luck at fishing 
and accordingly expended the munifi- 
cent sum of thirty cents for tackle. 
Aiter diligent inquiry he was directed 
to the best spot, where to his surprise he 
soon caught a two and one-half pound 
speckled trout, a catch which, he was 
told, broke the record in that town. The 
fish was put on exhibition in one of the 
local stores and all the inhabitants for 
miles around came in to look at it. The 
mayor and councilmen congratulated 
A. J., at the same time remarking on 
the meagerness of his tackle; children 
pointed him out with awe as he walked 
down the street. In other words, A. J. 
was a town hero. And that night 
Messrs. Hyer and Campbell sat down to 
a fish dinner, which they afterwards 
declared was the finest meal they had in 
Niles. oe eee 

The biggest problem that faces the 
accountant at the present time is vaca- 
tion. Where to go and what to do? 
Three members of our office, however, 
have solved it by deciding to go to 
Europe. Mr. FitzGerald left on May 
28, Miss Perkins on June 10, and Miss 
Boylan on June 20. We have accused 
hoth of the young ladies of making the 
trip as a honeymoon, but both vigor- 
ously deny the charge. Quien sabe? 
We sincerely hope that Mr. Editor will 
demand three articles from this office for 
the fall vacation number. 

Walter Draewell has been transferred 
to the San Francisco office. We wish 
him the best of luck, but hope that he 
will not be writing back boosting the 
climate. M. A. Yockey has just re- 
turned from a six weeks’ visit in Los 
Angeles, but, strange to say, since his 
return he has never mentioned much 
about that town, except to remark that 
the Los Angeles office has pleasant 
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quarters. A certain young lady spent 
five months in California, dividing her 
time between Los Angeles and San 
When she came back she 
said that she froze in San Francisco and 
melted in Los Angeles. 

We suppose that the California offices 
will now raise a protest that will be 
heard around the world, but since we 
feel certain that the next notes from 


Francisco. 


those offices will criticize us for our rash 
remarks in the May issue, we feel that 
our remarks are fully justified. 


LOS ANGELES 

The early part of May the Los Angeles 
office had the pleasure of extending its 
very best homage to Mr. William M. 
Lybrand. We had everything in trim 
shape and were looking our best. We 
think our “Country Home” met with 
his liking and evidenced the features for 
which it was selected. 

While here, Mr. Lybrand was enter- 
tained at luncheons where he met some 
of our clients and bankers who are num- 
bered among Los Angeles’ leading busi- 
In spite of the fact that the 
time Mr. Lybrand could spare us was 
limited, he saw a few of the main points 


hess men. 


of interest, such as the harbor and its 
development, and some of the select resi- 
dential districts. 

Mr. Bean and Mr. Keast, from the 
San Francisco office, aided us in review- 
ing clients, city, scenery and climate dur- 
ing Mr. Lybrand’s stay. 

We of the Los Angeles office are happy 
to have had Mr. Lybrand with us, and 
hope it will not be long before we shall 
have the pleasure repeated. 

*k * x 


The Los Angeles office, located as it is, 
in quarters which follow the Mexican 
Mission style, with a nice front lawn and 
a palm tree of its own, is quite proud of 
its surroundings. 
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In acknowledging a photograph recent 
ly sent to the New York office, Mr. 
Dumbrille recently made the following 
pertinent inquiry: 

Do you assign the accountants to manicure 
the lawn when they report unassigned? 

To which we replied somewhat as 
follows: 


You are correct regarding unassigned account 
ants manicuring the lawn; this they do regularly 
Chey also practice climbing the palm tree you 
admire so much in the picture, which, needless 
to say, is a specimen above the ordinary, and i 
very carefully taken care of. The first thing in 
the morning the leaves are oiled so that the 
shine in the sunlight, giving a nice, clean, snappy 
appearance. 

NEW YORK 
Golf Records 

Colonel Montgomery, returning from 
his European trip as a passenger on the 
Olympic, reports having set a record ol 
quarante-deux on a nine (not 
hole golf 


nineteen 
course near Paris. If his 
French has been correctly translated to 
us it stands for forty-two and is some- 
thing for our ‘‘golf fiends” to shoot at. 

Speaking of golf, another record was 
set some three or four years ago by a 
modest member of our staff, which has 
not been equaled or exceeded by either 
amateur or professional up to the present 


writing. It seems that Mr. Bacas, 
having gotten rather badly “in the 
rough” on the Chevy Chase Goll 


Course, addressed his ball with extreme 
care and with a tremendous whack laid 
TWO BALLS nicely on the green. 

* * * 

During the last week in May Mr. 
Staub attended the Northern Baptist 
Convention at Milwaukee, Wisconsin. 
Mr. Staub is a member of the Finance 
Committee which passes on the budgets 
of the various missionary and benevolent 
organizations of the Northern Baptists, 


who number some 1,500,000 in 28 


States. 
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Mr. Marsh has been informed that his 
application for the New York State 
received and assigned 


bonus has been 


No. 43622. 


rate of distribution he expects LO rec elve 


his check in time for Christmas shopping. 


\ccording to the present 


“Bish”? Covers Washington for the Journal 

Pwo weeks’ experience with the Wash 
ington office has led us to the conclusion 
that a wonderful opportunity is being 
’ The man who 
can produce a complete Baedeker of the 


various 


overlooked by someone. 


sub-units, 
is in line for 


Government units, 


sections, sub-sections, etc., 


a lortune. 
time we 


In the short were there, we 


were assigned, among other things, the 


task of obtaining the following infor 


mation: 
1. What are the tax laws 


of Porto Rico? 


2. Is it legal to bet on a football game in 
France? 
3. Has the State Department jurisdiction 


over the piracy of a motion picture film: in 


Manchuria? 

Anvone who doesn’t think our Wash- 
ington office has a big proposition on 
Wash- 


ington office is not handling the said big 


its hands, and that the said 
proposition exceptionally well, has us to 
fight. 

And that’s not saying anything about 
the high degree of pulchritude of the 
fair sex of the office, which, of course, a 
married man should not comment upon. 

Bish.” 


Mr. Hamilton 


reappointed instructor in 


Howard has been 
Federal In- 
the New York 


the American Institute of 


come Tax Procedure, at 
Chapter of 
Banking. 

offered, an ele- 
lectures 
during the first term and a “refresher” 


Two courses will be 


mentary course of fourteen 
course of eight lectures during January 
and February. 























Curiosity and the Cat—A Fish Story 


\mong the prime requisites of a suc 


cessful auditor are: 


t.. Tact.” 
2. Ability to treat as confidential all 
natters pertaining to the client’s busi 
ness.** 

Speaking very plainly, we may say: 
the ability to keep the eyes open and the 
mouth shut. 

How 


ispiring 


well some of the young and 


staff 
absorbed these fundamental principles is 
illustrated by 


members of our have 


the incident 


occurring in connection with the audit 


following 


of one of our clients whose trade mark is 
well known (let us say, for the purposes 
of this article) as a fisherman holding a 
monstrous fish over his shoulder. 

Noting the continued visits of such a 
fine-looking bunch of strangers to the 
plant of the aforesaid client, one of the 
neighbors became so piqued with curi 
osity that he 


looking 


waylaid a promising 


prospect, addressing him = as 
follows: 
“What are you fellows doing at the 
plant?” 
Say,” was the reply, “you know that 
fisherman that stands in the front yard 
referring to a the large 


statue,| with 


tish over his shoulder?” 

“Ves, yes!” 
“Well, we take turns relieving him.” 
Montgomery, **.\uditing, 


ice,” page 3, et seq. 


Theory and Prac 


**Montgomery-Staub, “Auditing Principles,” 


Ibid. 


Uxtry! Revolution in Cuba! 


‘Tom” Inch, on an engagement in 
Cuba, reports being awakened on his 
trip across the island by a_ brickbat 
This was 
his first official notice of another one of 
His inter- 
esting letter is reproduced in part below: 


hurled through the window. 


those “revolutions.” very 
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FO 
his is certainly an out-of-the-way place, but 
the trip down was quite interesting. We had 
ery calm weather all the way on the ship. 


Havana is really quite a delightful place. 


You 


have probably read that there is a 
revolution on here in Cuba, but they say that 
ip to the present the casualties have not been 
very heavy —one rebel lost his hat and another 
one fell off his horse We passed through the 
iffected district on the train from Havana to 
Camaguey and a large brick came through the 
vindow of my sleeping compartment about 1 


\. M.in the morning, so I was kept busy most of 





the night picking pieces of glass out of my bunk. 

The Twentieth Century from Camaguey to 
Santa Cruz is great—covers fifty-five miles in 
even hour rom Santa Cruz to here was 
overed in the inevitable Ford on a road cut 
right through the jungle, and was really won- 
derful 

lhere is nothing to do here but eat, sleep and 
vork. It is very hot and there are lots of 
mosuitoes and other tropical pests. Some 
people will tell you about the charm of the 
tropi but don’t believe it. The nearest tele 
rraph ottice fifteen miles and the nearest 
bank about 100 miles. 

What few Americans are here are exception- 
uly nice people, but most of them have left, as 
the crop finished on May 5th. 

\ request (of which we were allowed 
to take editorial note) was recently 


received from “Tom” for a pair of hip- 
Without that the 
order was so large that it had to be tilled 
in sections, but giving due consideration 
that, to 
amendments to the Cuban Constitution 
have not reached Number 18, we ask to 
know: 


boots. mentioning 


to the fact our knowledge, 


“Of what use are such large boot legs 


in Cuba? 


Another “Babe’’ Ruth 


In the semi-annual contest between 
the Would Be’s and New York 
Board of Examiners, Bischoff reports a 
three-bagger on his first time at bat off 
a pitcher with a rather puzzling delivery. 
We are all rooting for “Bish” and be- 
lieve he will have no difficulty in coming 


the 


across with the necessary single the next 
time he steps up to the plate. 




















PHILADELPHIA 

The Philadelphia Chapter of the 
National Association of Cost Account- 
ants held an interesting meeting at the 
Bellevue-Stratford on Friday, May 9th. 

Among the directors elected for the 
coming year were Mr. John Hood, Jr., 
of L. R. B. & M., and Mr. Henry P. 
Schuit, who is now connected with the 
Autocar Company but who was for quite 
a number of years a member of the staff 
at our New York office. 


PITTSBURGH 

May was banquet month for Pitts- 
burgh accountants. On the seventeenth, 
the Sixth Regional Meeting of the 
American Institute of Accountants, com- 
prising Western Pennsylvania, Western 
New York, Ohio, West Virginia and 
Indiana, was held at the William Penn 
Hotel. The committee adopted a new 
plan, confining the papers presented to 
one subject—EDUCATION. The fol- 
lowing papers were read: 


“Education of Professional Accountants” 

George S. Olive, C. P. A., Indianapolis, 
Chairman of Committee on Education, 
\merican Institute of Accountants; 

“University Education for Accountants” 

Louis K. Manley, Ph.D., Dean of School of 
Business Administration, University of 
Pittsburgh; 

“The Constructive Viewpoint of the Accounting 

Profession” 

J. Pryse Goodwin, C. P. A., 
Mitchell & Co., New York; 

“Professional Accountancy Education within 
the Public Accountant’s Organization” 

J. Hugh Jackson, A. B., M. B. A., C. P. A., 
with Price, Waterhouse & Company, New 
York. 


with Marwick, 


Addresses were also made by A. P. 
Richardson, Secretary of the Institute, 
and Carl H. Nau, member of the Council. 

The meeting was concluded with a 
banquet in the evening. 

*” * * 

On May 28th the Pittsburgh Chapter 

of the Pennsylvania Institute of Certified 
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Public Accountants held its annual 
business meeting and banquet at the 
Pittsburgh Athletic Association. 


SAN FRANCISCO 
Mr. Lybrand’s Visit 
We enjoyed very much the visit of 
Mr. Lybrand to this office during May. 
Most of us had met Mr. Lybrand during 
his visit last year, or previously, but this 
time every member of the staff had the 
opportunity of meeting him personally 
and becoming more 
quainted with him. 
During his visit a series of luncheons 


intimately ac 


was given in his honor at the various 
clubs, which afforded him the oppor- 
tunity of meeting many of our clients. 

On Saturday, May 17th, a staff lunch- 
eon was held at the San Francisco Com- 
mercial Club. Mr. Lybrand’s remarks 
on that occasion, dealing with the history 
and traditions of the firm and our rela- 
tions with our clients, impressed us as the 
best exposition of the relations of staff 
members to a firm of public accountants 
and to their clients that we have ever 
heard. 

Mr. George Klink was also in splendid 
form that day and told some excellent 
stories. 

Mr. David Oliver, our politician, told 
us, in his inimitable way, of his experi- 
ences both as a system man and as a 
politician—Dave being equally accom- 
plished in both arts—besides having been 
accused of being a ‘‘bookkeeper”’. He 
got his start in politics, he says, from his 
‘railroading’’ experience, his “system” 
ability from convention politics, and his 
“bookkeeping ”’ experience from checking 
up on campaign bets and contributions. 

* * * 

At the June meeting of the San Fran- 
cisco Chapter of the National Associa- 
tion of Cost Accountants, held at the 
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Hotel Bellcour June 23, Mr. A. J. 
Carson of our San Francisco office, 
delivered an address on “Silver Exchange 
Accounting in Oriental Trade.” 

At this meeting Mr. Carson was elected 
director of publicity and Mr. C. L. 
Queen, also of this office, was elected 
director of meetings. 


SEATTLE 

The big event of the spring for the 
Seattle office was Mr. Lybrand’s second 
annual visit to the Pacific Northwest. 
This time he was accompanied by Mr. 
Keast and Mr. Bean, of San Francisco, 
who, we hope, will come to see us fre- 
quently. Because of the shortness of 
Mr. Lybrand’s stay, he made only one 
public address in Seattle. On May 23d 
he discussed before the meeting of the 
Washington Society of Certified Public 
Accountants some of the activities and 
problems of the American Institute of 
\ccountants, in a way which relieved the 
minds of many of his audience of some 
false notions regarding the Institute 
which have been current among many 
accountants in this section of the 
country. His address was preceded by 
remarks from Mr. Bean and Mr. Keast. 

We are already looking forward to 
Mr. Lybrand’s third annual visit. 

a 

Here is what an Oregon business man 
thinks of the value of the training given 
by L., R. B. & M. to the members of its 
staff. The following is quoted from a 
letter voluntarily written recommending 
our services to a friend of the writer. 
‘His [an employee of the Seattle office, 
specifically mentioned in an_ earlier 
paragraph of the letter] association with 
the firm of Lybrand, Ross Bros. & 
Montgomery shows his knowledge to 
be in the one hundred per cent class.” 
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WASHINGTON 

The Revenue Act of 1924 has finally 
been signed by the President, and the 
work in the Department has been some- 
what held up pending possible changes in 
procedure. The main reason for this is 
that the new law provides for a Tax 
Board of Appeals. It is anticipated that 
the taxpayer will now have the right 
of a conference in the Unit, an appeal to 
the Committee, and also an appeal to 
the Tax Board. If this is true, this 
office will be busier than ever. 


ees 


The Washington office had the pleas- 
ure of having Mr. Bischoff assigned to 
its staff for two weeks during the month 
of May. Mr. Bischoff insists that the 
JourRNAL sent him down = 
the Washington office. We are bound to 
say we don’t know of any one who 
would come so near doing it! When he 
left for New York it was our understand- 
ing that he was open for bids on an ark! 


to “‘cover 


* * * 


Mr. and Mrs. Haynes came back to 
Washington late last night after a few 
days’ visit with Mr. and Mrs. Lybrand 
in Shore Haven. Mr. Haynes says he 
enjoyed the visit in Connecticut, but 
going through New York is a terrible 
handicap. We don’t know altogether 
what’s wrong with Manhattan, but we 
gather the speed limit is very low and 
the cops very hard boiled. 


- a © 


The Washington office moved from 
its present offices in the Union Trust 
Building on June 27th. The new offices 
are located on the ninth floor of the 
Investment Building, 15th and K Streets, 
N. W. Our telephone numbers, Main 
1578 and Main 1579, will remain un- 
changed. 
























While this building is about 
blocks farther away from the Treasury 
Department, we are still in 
known as the financial district. 


LWo 


what is 


The Revenue Act of 1924 
Continued from pag 


Interest on Refunds, Sec. 1o1g 


The law as to interest on refunds and 
credits is much simplified in the new act 
the date of the 
overpayment to the date of allowance of 
the claim 
credit, to the date the tax against which 


if 


by allowing 6°; from 


for refund, or, in case of a 


credit was taken became due, or, in case 


of credit against an additional assess- 
ment, then tothe date of such assessment. 
No advantage is any longer to be got 
from early filing of a claim merely to 
Claims must still 
subsequent refund 


running of the limitation 


start interest running. 
be filed to protect the 
against the 


period. 


Reduction of 1200 


1923 Tax, 60. 


Individual 
tions, are given a reduction of 
the tax for 1923. The practical effect is 
that a person who paid !4 of the tax 
March 15 pays |g of the original tax 


taxpayers, not corpora 


25° ~ Ol 


June 15 and 3-16 of the original tax on 
September 15 and December 15. If 
the original tax was $100, the June 15 
payment is $12.50 and the September 15 
and December 15 payments are $18.75 
If more than the original tax less 
25° was paid before the change in the 
law the Department will refund the 
balance without application by the tax- 


each. 


payer as soon as the clerical routine to 
correct the records can be gone through. 

In case of a tax for a fiscal year ended 
in 1923 the reduction is in proportion to 
the part of the year falling in 1923. 
Similarly, additional taxes found due 
for 1923 will No 


be reduced 25% 
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interest is allowed on refunds due to the 


25° ( reduction. 


The Pacific Coast 
Continued from page 6) 
luxury, and when times are hard luxuries 
What a small place 
the world really is, now. Just think oj 
such matters as reparations and Euro- 


must be sacriticed. 


pean settlements bringing keen distress 
to the fruit grower in Washington, six 
thousand or more miles away. 

Much lumber had been sold to Japan 
following the disastrous earthquake and 
destructive fires there, but the overplus 
of shipments and, in part, the bad 
feeling out of the recent 
acrimonious discussion of our immigra- 
tion policy as it respects Japan, had 


growing 


served to slow up exportations. The 
demands from Los Angeles also were 
reduced on account of the more con- 


servative expansion policy which was 

In spite of these 
drawbacks, business, as a whole, was not 
bad, everyone believed that the 
slowing up was temporary only. 

I left the St. Paul road, 
electrified for six hundred miles, on a 
straightaway run of three thousand two 
hundred miles, for New York, which I 
reached four days later. 


being enforced there. 
and 


Seattle on 


There was a 
break of a few hours in Chicago, long 
enough there to meet our resident part- 
ner, Mr. and, with him, 
inspect the fine new offices to which we 


Henderson, 


have moved to accommodate the growth 
of our Chicago practice. 

It was not my first visit to the Pacific 
Coast, but I came back with a renewed 
impression of the virility of its people, 
of the essentially stable character of its 
development, and with a decided feeling 
of gratification that we are now identified 
with it in a relationship so satisfactory. 




















